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Substantially increased levels of investment during recent years, plus 
audacious development plans, have greatly expanded trade opportunities 
and investor interest in the Sudan. The pace of development already 

has strained the economy's absorptive capacity. Accelerating present 
real growth rates of GDP of four to five percent depend, in large part, 
on overcoming physical and human resource bottlenecks and on massive 
flows of Arab assistance and investment. The new six year plan envisages 
a growth rate of more than seven percent and investments of almost $7 
billion. Somewhat more modest Arab plans of the Arab Agricultural Author- 
ity for Investment and Development (AAAID) aim at Sudan becoming the 
breadbasket of the Arab World and include slightly less than $6 billion 
in projects during the next decade. 


Agricultural production during the 1976/1977 season improved substan- 


tia over last year's lackluster performance. Construction is booming 
with substantial infrastructure projects in transportation and agri- 


culture underway in addition to a number of industrial projects. Explo- 
ration for petroleum and minerals is continuing and may offer significant 
opportunities for US firms. Although export earnings probably will 
increase this year, serious financial problems will continue to hamper 
economic activity. Government foreign exchange policies strictly 

limit consumer goods imports and the availability of foreign exchange 

for investment projects is a serious problem. 


United States' political and economic relations with the Sudan have 
improved dramatically during the last year. An AID program is currently 


being established. US exports to Sudan have exceeded $100 million during 
the last two years and will increase as development plans are implemented. 
Trade opportunities are particularly attractive for heavy equipment for 
agriculture, construction and transport. Long term investment in many 
agri-business areas appears attractive. Sudan offers one of the most 


important agri-business trade opportunities of the next decade. 





SUDAN KEY ECONOMIC INDICATORS 
(All values in U.S. million and represent period averages unless otherwise 
indicated) 


Percent Estimate 
Exchange Rate: LS 1 = US$2.50 a/ 1975 1976 Change 1977 


INCOME, PRODUCTION, EMPLOYMENT 
GDP at current prices FY b/ 3555 
Per Capita GDP current prices FY 248 
Gross fixed capital formation FY 535 
Indices: (FY 69/70=100) 
Industrial Production 121 
Agricultural Production 158 
Labor Force (,000) 7761 
Production 
Raw Cotton (,000 bales) 1160 
Peanuts (,000 MT) FY 875 
Sesame (,000 MT) FY 282 


MONEY AND PRICES 
Money Supply (end of CY) 1044 ‘ NA 
Interest Rates (%) 
Bank of Sudan Rediscount 11 11 ; NA 
Commercial Bank Prime 11 11 ; NA 
Treasury Bills 3 3 ' NA 
Indices: (1970=100) 
Wholesale Price FY 170 195 14. 220 
Consumer Price FY 192 222 15. 250 


BALANCE OF PAYMENTS AND TRADE (end of CY) 
Gold and For. Exch. Reserves 36 24 (33.3) NA 
External Public Debt (long term) 636 929 46.0 987 
External Public Debt (short term) 435 525 18.4 NA 
External Debt Service Ratio 28.1 20.7 ees NA 
Balance of Payments (416) (156) (62.5 NA 
Balance of Trade ee (345) (74) he NA 
Balance of Trade (customs data) (519) (371) 28.5) NA 
Exports (FOB) 381 483 26. 600 
US Share 8 19 138. NA 
Imports (CIF) 900 853 (5.1) NA 
US Share 77 80 ‘i NA 
Main Imports from US (1976): Machinery and Equipment, 34.5; Wheat, 27; 
Transport Equipment, 7.5; Manufactured Goods, 5.3 


Not Available 
Exchange rate of LS 1 = US$2.87 used only for cotton exports 
FY begins on July 1 of preceding year and ends June 30. 


SOURCES: Bank of Sudan, IMF, Statistics Dept., US Embassy estimates 





Current Economic Situation and Trends 


Agriculture's Central Role 


Agriculture is the centerpiece of Sudan's economy. Agricultural produc- 
tion is the dominant sector in the economy both in terms of value and 
employment and provides almost all export earning. Vast reserves of 
virgin cultivable land attract the interest of Arab investors and their 
exploitation 1s the heart of Sudan's development plans. Current culti- 
vation is restricted to about 15 million acres of which about 3 million 
are irrigated. As much as 6 million additional acres may be suitable 
for irrigation in addition to 70 million acres of rainfed lands that 
could support cultivation and 200 million acres of grazing lands. 


The pattern of Sudan's agricultural production is changing. Histori- 
cally, cotton has been the principal export and will remain an important 
export crop despite divers t¥icetion into oilseeds and sugar. Cotton 
receipts for 1976/77 should exceed $400 million from production of over 
800,000 bales. Last season production was only about 500,000 bales, 
compared with an all-time high of 1.2 million bales. For a variety 

of reasons, Sudan has decided to reduce its dependence on cotton. It 
has restricted long staple cotton acreages while encouraging cultivation 
of medium staple cotton. Sudan should maintain its position as the 
world's second largest producer of long staple cotton. However, 
increases in production will be of medium and short staples, partially 
because harvesting can be mechanized. Half of the 300,000 acres of the 
new Rahad Irrigation Scheme which will be coming into cultivation during 
the next two crop seasons will be planted in medium staple cotton. 


Major New Export Crops 


In addition to cotton, gum arabic and sesame have been leading export 
crops. Although production of these crops will continue, they are 
rapidly becoming secondary to peanuts and sugar. Growth of oilseed 
production has been phenomenal. The area under present cultivation 

has more than doubled in the last six years to about 2 million acres. 
Sudan has become the world's second leading exporter of peanuts behind 
the United States. Oilseed exports now exceed $100 million per year 
and should continue to grow. As Sudan's transportation system improves 
more of these oilseeds will be locally processed into edible oil and 
by-products. 


Sudan will become a major sugar exporter by the mid-1980's. During 

the period 1973-1980 total investment in the sugar industry will exceed 

$1 billion and could be much greater if additional projects included in 
the six year plan are launched. Estimated exports from projects now 
being implemented will be about 500,000 tons by 1985. If two additional 
large projects go forward, exports could reach about 1 million tons. 

The costs of constructing Sudan's sugar industry have been so great that, 
even assuming favorable world prices, sugar exports at best only will 

have a marginally positive effect on the balance of payments through 1985. 





Return of the Old West 


Temporary restrictions on the export of meat and livestock have been 
lifted and the large cattle drives from the west of Sudan to Khartoum 
have resumed their traditional pattern. Most of Sudan's meat and live 
animal exports are by air from Khartoum. Capitalizing on Sudan's large 
herds of cattle, sheep, goats and camels, there are many public and 
rivate sector proposals for the modernization and expansion of the 
Fieaekark industry. These projects range in scope from relatively 
modest improvements in veterinary services and availability of trans- 
portation to the organization of vast integrated ranch operations on 
hundreds of thousands of acres. Preliminary approvals have been 
granted for four or five of these massive ranching operations. Prov- 
ing the economic feasibility of such projects may take several years 
and substantial investment. Most of these large livestock projects 
are looking for American agri-business firms to manage the projects 
and ideally hold a minority equity position. The availability of 
livestock feeds through by-products of cotton, sugar and oilseeds 
increases the prospects for rapid expansion of this sector. AAAID 
envisages an eightfold increase in meat production if suitable meas- 


ures for the improvement of natural pasture, animal feeds and animal 
breeding are taken. 


Transportation and Communications: Relief in Sight 


Transportation remains the most visible and damaging bottleneck in 

the economy. Chronic fuel shortages have increased costs greatly 

for all types of goods and services. Motor transport in outlying 
areas frequently has been immobilized--not to mention standdowns in 
major agricultural projects--primarily because of insufficient trans- 
port capacity from Port Sudan to Khartoum. Fortunately, Sudan's 
transportation infrastructure problems were recognized in development 
plans made in 1973 and have received priority since. A petroleum 
pipeline from Port Sudan to Khartoum should begin operating this sum- 
mer (a year late) and will relieve the railroad of 30 percent of its 
current tonnage on this key route. At the same time, sections of the 
first paved all weather road from Port Sudan to Khartoum have been 
opened; it should be completed in 1978. Simultaneously, major improve- 
ments are being made on the railroads, traditionally the hub of the 
transportation system, to improve their efficiency and capacity. Paved 
roads are being designed and built to major agricultural centers with 
substantial foreign assistance. (Over 20 percent of the $6 billion in 
AAAID projects are for transportation alone.) A major canal through 
the Sudd swamp is being built which will shorten the water transport 
route to the south making possible exploitation of its vast forest 
resources. By the middle of the next decade a fairly modern road net- 
work will have been completed and raillines extended to connect with 
Egypt. 


Sudan's telecommunications as a result of projects underway for the 
last two years are already probably the most modern in Africa. An 





INTELSAT link already has been supplemented by a domestic satellite 
system (both from US suppliers) which is now providing for the first 
time TV and telephone service to remote centers in Africa's largest 
country. Microwave systems are already operating on many of the 
principal communications routes. 


Mining and Industry: Wide Vistas 


Mining and industry are both becoming more important sectors despite 
government priority to agriculture and transportation. There is 
substantial foreign private sector activity in the extractive sector. 
Chevron is making a major petroleum exploration effort in the south- 
central Sudan. Drilling will begin this year and preliminary analysis 

of the structure's potential should be possible in two-three years. 

A Japanese group has signed contracts for a feasibility study for a 

$50-60 million ferrochrome industry based on chromite from the Ingessana 
Hills. In the same area, an American-Canadian firm is investigating 
asbestos mining. Three different uranium exploration efforts are under- 
way. Iron, copper, gypsum, gold and mica also appear to have commercial 
potential. In all of the recent minerals agreements, the foreign partners 
have agreed to bear almost full costs for exploration, feasibility studies 
and exploitation. With 967,000 square miles, Sudan remains geologically 
one of the least explored areas in the world. Many areas with potential 
mineralization have not been investigated. 


Industrial Development has concentrated on products which have a high 
percentage of local agricultural inputs such as textiles and sugar. A 


number of projects are still in the construction phase and their com- 
pletion will boost industrial production. Lack of sufficient foreign 
exchange and management shortcomings appear to be the principal causes 
of sluggishness in this sector. However, the investment climate has 
been improving and much greater optimism is evident from local private 
sector industrialists. The government has been making greater efforts 
to encourage foreign industrial investment, particularly since President 
Nimeiri visted the United States in June, 1976. Beyond processing of 
agricultural outputs, there are several projects for expanding and 
improving Sudan's cement industry, fertilizer production and assembly 
of trucks and tractors. Sudan's current planning approach to develop- 
ment of mineral and industrial resources appears to be inherently 
sensible--they are not ignoring the apparently marginally more profit- 
able agricultural and infrastructure investments for prestige industrial 
projects. 


Finance: Major Problems 


Sudan has serious financial difficulties both in its budget and balance 
of payments which continue to hamper economic activity. Balance of 
payments problems are most visible, but recurrent budgetary deficits 
perhaps are more pernicious. Budgetary defects are responsible for 
alarming increases in the money supply and consequent inflation in 
excess of 20 percent per annum. Increasingly, budget deficits have 
been financed domestically. Of the $330 million deficit of 1975/76, 





$270 million was financed by the banking sector. This trend appears 
to be continuing. The basic problem appears to be that a separate 
development budget of about $250 million per year has been implemented 
without provision for these expenditures from normal revenues. Beyond 
their inflationary impact, this type of fiscal policy--both directly 
and indirectly--stimulates imports and complicates Sudan's balance of 
payments and debt problems. 


Sudan's balance of trade and balance of payments declined dramatically 
in 1974 and 1975. Some improvement occurred in 1976, but the situation 
remains serious. The trade deficit in 1976 was reduced by about $150 
million due to a $50 million decrease in imports and $100 million 
increase in exports. Although there are major discrepancies between 
customs trade statistics and payments statistics, it appears that 
Sudan's 1975 current account deficit (customs data plus invisible 
payments) of $600 million was reduced to about $450 million in 1976. 
However, on a payments basis the current account deficit for 1976 is 
only about $150 million compared with $415 million in 1975. Both sets 
of statistics show increased exports and decreased imports, but greater 
significance probably should be given to customs data. 


Analysis of imports by broad categories indicates that the level of 
imports of consumer goods is stable, if not declining. At the same 
time, high levels of capital goods imports are continuing, but govern- 
ment direct imports of capital goods have declined from their 1975 peak. 
The stable level of consumer goods imports is due to the Bank of Sudan's 
strict management of the foreign exchange control system. The decline 
in government capital goods imports appears to be due to lack of external 


financing and to policies not to launch new projects during the last 
year of the current 5-year plan. 


Sudan's financial plight appears to be primarily due to development 
expenditures. While Sudan's development plans have been sensible in 
terms of the economy's bottlenecks and potential, officials have 
resorted to short-term borrowing for long-term development projects. 
When the flow of concessionary financing was not sufficient to meet 
development objectives, they turned to external commercial financing. 
During 1976, their borrowing apparently approached the limit that the 
international banking community would extend. With this constraint, 
the critical factor in the implementation of ambitious development 
plans will be the availability of investment and concessionary financial 
flows, primarily from the was world. With Sudan's available domestic 
resources and low level i 


ow level of savings, there appears to be no alternative. 


New Development Plans 


A new $7 billion development plan will be launched in July, 1977. Over 
half of planned investments are carryovers from earlier plans. Agri- 
culture retains high priority, but a smaller percentage of resources 
will be devoted to transport and communications. Development strategy 


will begin to place greater priority on directly productive projects 


rather than infrastructure. 





The plan relies heavily on foreign financing. Over 50 percent of 
planned public sector investments of almost $4 billion are to be 
financed externally, hopefully on concessional terms. A similar pro- 
portion of private and mixed sector investment of about $3 billion 
will depend upon foreign resources. Whether foreign assistance and 
investments of this magnitude will become available is one of the key 
issues in evaluating the plan. 


The investment and assistance targets may be attainable given massive 
Arab plans for Sudan's development. The recently established Arab 
Authority for Agricultural Investment and Development with a capital 
of over $500 million is preparing a $5.7 billion ten year investment 
program for Sudan. It plans productive investments of $3.9 billion 
and infrastructure investments on concessionary terms of $1.8 billion. 
Plans of AAAID and the government are complementary. The magnitude 
of the government's ambitious plans appears to be related both to the 
economy's potential and to Arab commitments to Sudan's development. 


Beyond financing, the absorptive capacity of the economy may be a 
problem. The planning effort may have underestimated both physical 

and human resource bottlenecks. Shortages of manpower at all levels 
are already a constraint which cannot be as easily overcome as problems 
with transportation and communications. It seems safe to assume that 
development will cost more and take longer than initially assumed. 
Sustained high levels of investment will exacerbate current financial 
problems, but place within grasp the rewards of Sudan's great economic 
potential. 


Implications for the United States 


Sudan already has become one of the United States' leading trade 
partners in sub-Saharan Africa. US exports during the last two years 
have exceeded $100 million and should show substantial growth as 
development plans are implemented. Direct sales opportunities are 
particularly attractive for agricultural, construction and transport 
heavy equipment. Demand for purchases of engineering and construction 
services is soaring and a number of American consulting and management 
firms are finding attractive opportunities. Development of Sudan's 
petroleum and mineral resources will strengthen the economy and provide 
opportunities for American investment. American management and tech- 
nology will be required to execute Sudan's ambitious agricultural 
development plans. Both in terms of sales and investments Sudan 
appears to offer one of the most important agri-business trade oppor- 
tunities of the next decade. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription 


additional. Single copies, 50 cents, available $37.50. Foreign mailing, $9.40 


from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





